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IBRD Loan to Japan 


The World Bank on March 16 made a loan equivalent 
to $12 million to assist in financing the construction of 
a 156,000-kilowatt thermal power plant at Kokura in 
northern Kyushu, one of the most heavily industrialized 
areas of Japan. The loan is for 20 years and bears 
interest at the rate of 5% per cent per annum, including 
the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin on 
September 1, 1962. The loan is guaranteed by the 
Government of Japan. 


The loan was made to the Japan Development Bank, 
which will relend the proceeds to the Kyushu Electric 
Power Co., Inc., the fourth largest of the nine private 
utilities which supply power in Japan. The area served 
by the Kyushu company—the entire island of Kyushu 
and small neighboring islands—has a population of 
about 13% million and produces more than half of 
Japan’s coal and more than a third of its steel. Between 
1951 and 1959 the company’s sales more than doubled, 


and they are expected to increase at the rate of 8 per 


Loans by U.S. Government Agencies 
Export-Import Bank Loans 


The Export-Import Bank of Washington has an- 
nounced the following loans since late in January: Janu- 
ary 31, $13 million (repayable over 10 years beginning 
in 1964) to Marinduque Iron Mines Agents, Inc., of 
Manila, to cover costs of U.S. equipment for an inte- 
grated copper and zinc extracting and fabricating plant 
on the Island of Mindanao in the Philippines; Feb- 
ruary 1, $8.7 million (repayable over 12 years beginning 
in 1964) to the Instituto Nacional de Industria, an 
agency of the Government of Spain, for the purchase 
of U.S. thermal electrical power generating equipment; 
February 2, $5 million (repayable over 15 years begin- 
ning in 1963) to the Republic of the Philippines, for 
the purchase of U.S. equipment and engineering services 
to modernize Manila’s International Airport; Febru- 
ary 3, $13.8 million (repayable over 10 years beginning 
in 1962) to Nacional Financiera, S.A., an agency of 
the Government of Mexico, for the purchase of U.S. rail- 
road equipment, materials, and services by the National 
Railways of Mexico; February 6, $25 million (repay- 
able over 5 years beginning in 1963) to the Industrial 
Bank of Japan, for the purchase of U.S. industrial 
equipment, materials, and technical services (the Indus- 


cent annually through 1965. To meet this rise in de- 
mand, the company is planning to increase the installed 
generating capacity of its system by one million kilo- 
watts by the end of March 1966, to a total of 
2,965,000 kilowatts. The Shinkokura thermal power 
plant to be built with the help of the Bank loan is part 
of this expansion program. It is expected to be in oper- 
ation by December 1961, and is designed for future 
expansion to a capacity of 532,000 kilowatts. The total 


cost of the project is estimated at the equivalent of 
$27,744,000. 


This is the second loan made by the Bank for the 
expansion of the Kyushu company’s power facilities. 
A loan of $11.2 million in 1953 helped to finance the 
installation of the first 75,000-kilowatt unit in the 
Karita thermal power station. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
March 16, 1961. 


trial Bank and 1 1 commercial banks in Japan will relend 
the Eximbank funds to small and medium-sized business 
concerns); February 7, $8.5 million (repayable over 
7 years) to the Istituto Mobiliare Italiano, an agency of 
the Government of /taly, to help to finance the purchase 
by ALITALIA, the Italian flag airline, of two Douglas 
DC-8 jet airliners (the Manufacturers Trust Company 
of New York will participate in the early maturities to 
an amount not to exceed $2.1 million); February 7, 
$50 million (repayable over 5 years beginning in 1963) 
to Venezuela to finance the purchase of U.S. capital 
goods and related services by several agencies of the 
Venezuelan Government; February 8, $9.5 million 
(repayable in semiannual installments over 7 years) to 
AVIANCA, the flag airline of Colombia, to help to 
finance the purchase of two Boeing 720 commercial jet 
airliners; February 10, $15 million (repayable over 
5 years beginning in 1963) to the Central Bank of 
Chile, to help to finance the dollar costs of imports of 
U.S. goods essential to the Chilean economy (see also 
this News Survey, Vol. XIII, pp. 41-42); February 15, 
$9.1 million (repayable over 7 years) to Ledesma, S.A., 
Agricola Industrial of Argentina, for the purchase of 
U.S. equipment and services for the construction of a 
bagasse pulp and paper mill; March 7, $42 million to 
Chilena de Electricidad, Ltd., of Santiago, Chile, to 
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cover the dollar costs of U.S. equipment for an extensive 
expansion and modernization program planned by the 
company; March 15, $25 million to the Government 
of Israel, to purchase U.S. capital equipment; March 16, 
two loans to the Government of Peru—$12 million to 
help to finance U.S. equipment for the construction, 
improvement, and extension of the Oimos-Bagua- 
Yurimaguas Highway, and $8 million to finance U.S. 
equipment for the construction and improvement of 
penetration roads into the Upper Selva area of Peru; 
and March 20, $13 million (repayable over 10 years 
beginning in 1964) to Empresa Nacional Siderdrgica 
S.A., of Madrid, Spain, for the purchase of U.S. steel- 
producing equipment. 


Development Loan Fund Agreements 


The Development Loan Fund has announced the 
signing of the following loan agreements: January 18, 
$1.9 million to the Government of the Trust Territory 
of Tanganyika, to help to finance foreign and local costs 
of equipment, materials, supplies, and services for the 
rebuilding of a 142-mile road between the Lake Victoria 
ports of Mwanza and Musoma; January 19, $1.3 mil- 
lion to finance U.S. equipment and services for a tele- 
communications system between the Egyptian and 
Syrian Regions of the United Arab Republic; Febru- 
ary 7, $3.2 million to finance U.S. goods and services 
for the construction of a plant to produce nylon filament 
yarn in Korea; February 20, $6 million to finance part 
of the foreign exchange costs of an expansion program 
for the telephone system in /srael; March 7, $2.1 mil- 
lion to assist in the building of a plant in the Philippines 
to manufacture explosives from basic raw materials 
available locally; and March 15, $5 million to help in 
financing private housing developments in Venezuela. 


Sources: The Export-Import Bank of Washington and 
the Development Loan Fund, Press Releases, 
Washington, D.C. 


Europe 
EEC Development Aid 


Grants totaling the equivalent of $4.6 million to 
finance residential construction and agricultural develop- 
ment projects in the Republics of the Ivory Coast, Mali, 
and Upper Volta will be made from the $581 million 
development fund of the European Economic Commu- 
nity (EEC). This brings the total of EEC aid committed 
to overseas development projects to about $126 million. 
Source: European Community, Information Service, 

Washington, D.C., March 18, 1961. 


U.K. Trade 


Preliminary figures for February 1961 suggest that 
the overseas trade position of the United Kingdom is 
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beginning to improve. The Board of Trade reports that 
imports into the United Kingdom fell unusually sharply 
in February and might have fallen earlier had it not 
been for the London dock strike in September and 
October 1960. Exports in February 1961 were little 
changed from the unusually high figure for the previous 
month; it is likely that the trend in exports is now 
upward. 


Source: The Times, London, England, March 15, 1961. 


Sterling in the Exchange Markets 


External Account sterling seems to have recovered in 
the week ended March 17 from the speculative pressure 
exerted in the previous week (see this News Survey, 
Vol. XIII, p. 74); it closed at $2.792%, on March 17. 
Rates for security sterling (i.e., sterling obtained mainly 
from sales of U.K. securities by residents of countries 
outside the sterling area) continued under pressure, 
closing at $2.76 on March 17, the lowest since Feb- 
ruary 1958; in the past two weeks, security sterling has 
dropped by almost 3 cents. By contrast, the rate in 
November 1960 stood at $2.81%., only about % cent 
below the external sterling rate. The Times remarks 
that the recent pressure caused sales of security sterling 
at the same time as some foreign investors were adding 
to its supply by selling securities. But while the pressure 
on external sterling caused the authorities to draw on 
U.K. holdings of gold and convertible currencies, the 


present pressure on security sterling has had no similar 
effect. 


Sources: The Times and The Economist, London, 


England, March 18, 1961. 


Norway's Balance of Payments and Reserves 


Despite the large deficits incurred on the current 
account of the balance of payments in recent years, 
Norway’s foreign exchange holdings (net) have risen 
steadily. Between the end of 1955 and the end of 1960 
they increased from NKr 1.2 billion ($170 million) to 
NKr 2.9 billion ($410 million) as a result of a sub- 
stantial increase in borrowing abroad. The increase in 
indebtedness, or net import of capital, totaled about 
NKr 4 billion in the five years, all the increase occur- 
ring in the private sector; the redemption of external 
loans by governmental and local authorities exceeded 
fresh borrowing by about NKr 370 million. In 1956-60 
the public sector’s gross borrowing abroad amounted to 
some NKr 980 million, of which external loans ac- 
counted for nearly NKr 850 million; repayments of 
public loans and consolidated EPU debt aggregated 
NKr 1,350 million. Interest on the external public debt 
in this period amounted to nearly NKr 500 million. 


The over-all deficit on current transactions in 1960 
amounted to NKr 790 million, compared with deficits 
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of NKr 562 million in 1959 and NKr 1,127 million in 
1958. As measured in the trade accounts, the value of 
imports excluding ships rose by 22 per cent and the 
value of exports excluding ships rose by 7 per cent. 
The deterioration in the merchandise balance was, how- 
ever, partly offset by an increase in current shipping 
transactions, which was largely the result of a sharp 
fall in imports of ships. Identifiable private and long- 
term official capital transactions showed a surplus of 
NKr 559 million in 1960, compared with NKr 913 mil- 
lion in 1959, but errors and omissions (presumably re- 
flecting mainly short-term credits) showed a surplus of 
NKr 365 million, compared with NKr 20 million in 1959. 
As a result, the reserves increased by NKr 134 million. 


Source: Statistisk Sentralbyra, Statistisk Ukehefte, Oslo, 
Norway, February 16, 1961. 


Finnish Budgetary Policy 


For January-November 1960, the cash surplus on 
the Finnish budget amounted to Fmk 9.5 billion, an 
improvement on the previous year of more than 
Fmk 10 billion. Revenue was 13 per cent higher, but 
expenditure only 7 per cent higher, than in 1959. 
The yield of taxes rose by some 10-20 per cent, while 
many items of expenditure remained close to, or even 
below, their previous level. The largest increases in 
current expenditure were for schools, roads, and sub- 
sidies. Capital expenditure was about 6 per cent higher 
than the year before, the most significant rise being 
in railway investments. 


This favorable trend permitted the Government to 
build up reserves and to plan some anticyclical action. 
The Government has been authorized to invest some of 
the surplus funds in short-term assets, to act as a reserve 
against a possible setback. Long-term aspects of fiscal 
policy are currently under discussion, and the special 
Finance Planning Committee appointed last year is to 
draw up a tentative five-year plan, with special reference 
to future investment needs. It will examine how far the 
timing of public works and tax rates can be adjusted in 
order to counteract a possible depression. 


The budget for 1961, totaling Fmk 406 billion, is 
characterized by an increase in social and investment 
expenditure. Children’s allowances, national pensions, 
payments to disabled veterans, and education and 
research expenditures have all been increased. Railway 
investment will be substantially expanded in order to 
modernize both the equipment and the road beds. This 


program is partly financed by a credit from the Soviet 
Union. 


The maintenance of employment has always been the 
largest single item of expenditure. For 1961 the appro- 


priation for actual unemployment works, such as the 
construction of roads and waterways, is less than before. 
The unemployment is structural and regional in nature, 
and consequently comparatively independent of the 
boom. 


Income tax rates for private persons were reduced 
for 1961, to offset the progression caused by rising 
wages and prices. The excise duty on tobacco has been 
lowered for some types of cigarettes, preventing a rise 
in the cost of living index which would have necessi- 
tated raising pensions. 


To balance the budget, borrowing has been estimated 
at Fmk 61 billion. However, the actual need is expected 
to be much less than this amount. 


To promote private savings, the State has issued 
Fmk 2 billion worth of a new type of bond, maturing 
in six years. The interest paid on them rises gradually 
from 5 per cent to 7% per cent, and a bonus of 
4% per cent is added on maturity. The bonds are 
exempt from taxes but contain no index clause. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, March 1961. 


Danish Budget Proposals 


The Finance Minister of Denmark has laid before 
Parliament a Bill concerning tax assessments during the 
fiscal year beginning April 1, 1961, together with a 
proposal for an increase in the duty on tobacco, to yield 
an extra DKr 100 million. The Minister stated that the 
tax concessions proposed would cost DKr 310 million, 
but that this would be more or less offset by the rise in 
yields resulting from higher incomes. It is also proposed 
that government grants to local authorities should be 
increased by DKr 90 million, which would provide 
scope for reducing local authority taxes. 


The net effect of these proposals is expected to be 
small; hence the over-all surplus on the ordinary and 
investment account budgets would be about the same as 
during the current year (an estimated DKr 1 billion). 


Source: Bgrsen, Copenhagen, Denmark, March 3, 1961. 


Faroe Islands’ Membership in EFTA 

It is expected that the Faroe Islands will join the 
European Free Trade Association (EFTA) in the near 
future, on the same terms as Denmark. The proposed 
step was influenced to an important degree by Italy’s 
decision not to raise the duty on imports of up to 
50,000 tons of salted fish and split cod from EFTA 
countries before January 1, 1962. Membership of the 
EFTA is also of great importance because of the Faroe 
Islands’ steadily growing trade with the United Kingdom 
in filleted fish: the United Kingdom has agreed to 
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reduce, by stages, the protective duty on imports of fish 
fillets from other members of the EFTA. 


Source: Borsen, Copenhagen, Denmark, February 23, 
1961. 


Swiss National Bank Report 


In its annual report for 1960, the Swiss National 
Bank comments that in the first half of the year the 
large capital outflow and the consequent reduction of 
the gold and foreign exchange reserves by Sw F 842 mil- 
lion ($195 million) had a welcome contractive effect on 
bank liquidity. The monetary authorities were thus able 
to refrain from increasing the discount rate or taking the 
other restrictive measures that the vigorous expansion 
of demand and activity might have required. 

In the second half of 1960, the Congo crisis, the 
decline in interest rates in New York, and the specu- 
lation in gold and dollars caused substantial capital 
movements to Switzerland. The gold and foreign ex- 
change holdings of the National Bank rose by 


Sw F 1,992 million ($461 million) to over Sw F 10 bil- 
lion ($2,322 million) at the end of the year. Repatri- 
ation of foreign-held Swiss funds constituted an impor- 
tant portion of the inflow. The outflow of funds in the 
form of bank loans and investments abroad declined; 
however, the capital raised in the Swiss market through 
the issue of foreign loans remained high. 


The sharp increase in liquidity resulting from the 
inflow of funds reinforced the danger of inflationary 
pressures created by the rising level of domestic demand 
and exports and the state of full employment of the 
economy. The National Bank therefore took measures 
to curb the inflow of foreign funds and to absorb excess 
liquidity. By a gentlemen’s agreement concluded be- 
tween the National Bank and the principal commercial 
and savings banks on August 18, 1960, the banks 
agreed to do everything in their power to prevent the 
rise of foreign deposits for the purchase of domestic 
securities, real estate, and mortgages. They agreed also 
to refuse future foreign sight deposits and to pay no 
interest on other foreign deposits made since July 1960; 
they also imposed a banking commission of % of 1 per 
cent a quarter on foreign deposits for less than 
six months. (See also this News Survey, Vol. XII, 
p. 470.) Early in October, the National Bank issued 
Sw F 400 million of special state bonds to the banks to 
absorb liquidity, blocking the subscriptions in a special 
account. 

The report notes that the liquid market situation made 
it possible to satisfy the demand for long-term capital 
on favorable terms. A total of Sw F 1,768 million was 
raised through bond and share issues, compared with 
Sw F 1,820 million in 1959. The amount raised through 
the issue of bonds (Sw F 1,574 million) exceeded that 
of the previous year (Sw F 1,418 million), for both 
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domestic and foreign issues. Issues of shares, particu- 
larly by industry, absorbed considerably less new capital 
than in 1959. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


February 20, 1961. 


Wages in France 


Hourly wages in France increased, on the average, 
by 7 per cent in 1960. The increase, which was par- 
ticularly large during the second half of the year, varied 
according to sector and region, and in a number of 
cases exceeded the rise in productivity. Early in 
March 1961, in a letter to the President of the French 
Employers’ Association, the Prime Minister pointed out 
that large wage increases endangered the competitive- 
ness of French exports and the maintenance of full 
employment. He asked employers to limit wage increases 
to about 4 per cent a year, i.e., to the estimated annual 
national increase in productivity. If in some industrial 
sectors wage increases larger than 4 per cent were war- 
ranted, the employers should instead lower their prices 
or increase investments. The Prime Minister affirmed 
the determination of his Government to keep prices 
from rising, by extending the liberalization of imports, 
lowering customs duties, and keeping some prices under 
control. 


Source: Le Monde, Paris, France, March 16, 1961. 


Exchange Control in Spain 


In the wake of the favorable developments in the 
balance of payments of Spain—gross official holdings of 
gold and foreign exchange increased by $300 million 
during 1960—the Government has announced a further 
relaxation of restrictions on transactions in invisibles. 
The basic annual allowance for tourist travel abroad is 
increased from the equivalent of Pts 9,000 ($150) a 
person to the equivalent of Pts 16,500 ($275) a person. 
Other relaxations cover payments abroad of expenses 
for repairs and assembly, repair of vessels, and technical 
assistance. 

Source: The Journal of Commerce, New York, N.Y., 
March 21, 1961. 


Greek External Accounts 


The deficit in the Greek balance of trade increased 
from $258 million in 1959 to $312 million in 1960; 
exports declined by $4 million, to $208 million, and 
imports increased by $50 million, to $520 million. Both 
private and government imports were larger in 1960, 
the latter primarily as a result of an increased intake of 
foodstuffs, such as olive oil and cereals. Trade trans- 
actions with Eastern European countries expanded sub- 
stantially, imports increasing by 30 per cent and exports 
by 35 per cent compared with 1959. Exports to these 
countries accounted for 22 per cent of total exports 
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in 1960. By the end of the year, however, credit bal- 
ances in favor of Greece on bilateral accounts with 
Eastern European countries, accumulated in previous 
years, had been exhausted, and there was a debit balance 
of $7 million in respect of commercial credits. 

The deterioration in the trade balance in 1960 was 
in part offset by an increase of $13 million, from 
$193 million to $206 million, in net earnings on invis- 
ibles (mainly emigrants’ and shipping remittances and 
tourism). Thus, the balance of payments deficit on cur- 
rent account increased from $65 million in 1959 to 
$106 million in 1960. Private capital inflow (excluding 
commercial credits) amounted to $59 million in 1960, 
compared with $70 million in 1959. At the same time 
the private capital outflow was particularly large in 1960 
($33 million, against $18 million in 1959), reflecting 
payment of the first installment ($16 million) for the 
purchase by the Public Power Corporation of the 
British-owned Athens-Piraeus Electric Company. As a 
consequence of these developments, the balance of pay- 
ments deficit, which had been $13 million in 1959, 
increased to $80 million in 1960. This was financed by 
U.S. aid ($56 million), further utilization of the loan 
from the Federal Republic of Germany ($11 million), 
other foreign credits ($4 million), and commercial 
credits ($8 million). In 1960. credit balances in favor 


of Greece in bilateral trade accounts were reduced by 

$16 million, but official reserves of gold and convertible 

currencies increased by $15 million, or about 7 per cent. 

Sources: Economikos Tachydromos, Athens, Greece, 
March 2 and 16, 1961. 


Middle East and Africa 
Loan fo Pakistan from U.S.5.R. 


According to an agreement signed on March 4, the 
Soviet Union will lend the equivalent of $30 million to 
Pakistan for oil exploration. The loan is for 12 years, 
bears interest at 24% per cent, and is repayable in 
Pakistan rupees. The Soviet Union is to use the rupee 
repayment for imports from Pakistan. 


Source: Dawn, Karachi, Pakistan, March 5, 1961. 


lranian-Czech Trade Agreement 


A trade agreement between Iran and Czechoslovakia, 
signed on February 21, 1961, provides for an increase 
of 10 per cent in trade between the two countries. 
Czechoslovakia at present buys about 10 per cent of 
Iranian exports other than oil. Iranian goods to be 
exported to Czechoslovakia include minerals, especially 
iron ore and lead ore concentrates, cotton, wool, oil- 
seeds, skins, and carpets. The main Czech exports to 
Iran are industrial equipment, chemicals, paper, glass, 
and construction steel. 


Source: Keyhan, Tehran, Iran, February 22, 1961. 


Reorganization of Banks in Syrian Region of U.A.R. 

Under a decree law issued on March 3, 1961, all 
banks operating in the Syrian Region of the United 
Arab Republic are to become joint stock companies 
with a capital of not less than LS 3 million. At least 
35 per cent of the capital of each bank is to be owned 
by the Syrian Economic Organization (a public organi- 
zation administering public sector investments in corpo- 
rations operating in the Syrian Region). The capital 
stock of the banks is to be in the form of nominal 
shares entirely owned by U.A.R. nationals; and boards 
of directors are to be composed of U.A.R. nationals. 
However, a maximum of 25 per cent of a bank’s capital 
may be owned, subject to prior approval by the Presi- 
dent of the Republic, by nationals of other Arab 
countries, and in this case a proportionate representa- 
tion on the board of directors is allowable. The banks’ 
nominal capital is to be increased to cover the partici- 
pation by the Economic Organization, which is to be 
paid for by reductions in the banks’ indebtedness to 
the Central Bank of Syria. 


Banks are required to conform to the new regulations 
not later than January 31, 1962. Until that date, or until 
the date of conformity with the law, whichever is earlier, 
there is to be a controller appointed by the Minister of 
Economy for each bank, who will have the right to in- 
spect the operations of the bank and to object to any 
activity he deems inconsistent wth the public interest. 


The new regulations will apply to the 19 banks now 
operating in the Syrian Region—6 U.A.R. banks, 6 from 
other Arab countries, and 7 other foreign banks 
(5 French, | British, and 1 Italian). 


The new regulations in the Syrian Region are similar 
to the regulations issued in the Egyptian Region in 1957, 
to which banks operating there were required to con- 
form by February 1962. 


Sources: Al Ahram, Cairo, Egypt, March 4, 1961; 
Middle East Economic Digest, London, Eng- 
land, March 10, 1961. 


Fiscal Arrangements in British East Africa 

A report on the East African common market has 
recently been submitted to the U.K. Secretary for the 
Colonies by the East African Economic and Fiscal 
Commission. The report recommends that the com- 
mon market for the three territories (Kenya, Tangan- 
yika, and Uganda) be continued, but that its financial 
benefits should be redistributed by means of a central 
pool of revenue. This central pool should receive an- 
nually 40 per cent of the annual proceeds within the 
territories of the income tax paid by companies on 
profits arising from manufacturing and finance, and 
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6 per cent of customs and excise duties. Half of these 
receipts would be distributed in equal parts to the three 
territories, and the other half would be retained by the 
High Commission to finance the costs of those of the 
services which it provides that are not self-financing (at 
present these services are financed by funds voted sep- 
arately by each territorial legislature). Furthermore, it 
is proposed that the costs of the customs and excise and 
income tax departments of the High Commission con- 
stitute a first charge on the revenues raised by each 
department, and that these charges be voted by the 
Central Legislature Assembly as an appropriation-in- 
aid. The costs of the railways and harbors, also adminis- 
tered by the High Commission, create no problem, since 
they are self-financing. 

The report points out that the size of the central pool 
of revenue would be affected by the general economic 
situation in the three territories and that its effect would 
be to smooth out the present inequality in the distribu- 
ion of common market benefits, which is “the funda- 
mental source of the present strains.” The pool would 
also ensure that the High Commission took note of the 
general economic situation in deciding on the level of 
services to be provided. 

Source: The Times, London, England, February 8, 
1961. 


New Rayon Mill for Kenya 

The newly formed Kenya Rayon Mills Ltd. is to con- 
struct the first rayon cloth factory in East Africa. A 
Japanese group of companies will provide technical 
assistance and a substantial part of the capital. Cloth 
from the factory is expected to be on the market by 
July 1962; it will compete directly with the Japanese 
product, which at present supplies most of East Africa’s 
big demand. 


Source: The Journal of Commerce, New York, N.Y.., 
March 20, 1961. 


West African Franc Lone 

Representatives of eight West African members of 
the Franc Area (Dahomey, Ivory Coast, Mali, Mauri- 
tania, Niger, Senegal, Togo, and Upper Volta), after a 
conference with the French authorities in Paris on 
March 14, 1961, decided to retain unchanged their 
present monetary arrangements. They maintain a com- 
mon currency, the CFA franc, and a single bank of 
issue, the Banque Centrale des Etats de l'Afrique de 
l'Ouest (Central Bank of the West African Countries). 
The Board of Directors of the Central Bank is com- 
posed of representatives of the eight West African 
countries and of France. The CFA franc is freely 
convertible into French francs (at the rate of CFAF 1 
= NF 0.02). The Central Bank holds its exchange 
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reserves in French francs; payments and receipts in 
foreign currency, including French francs, are settled 
through an “operations account” of the Bank with the 
French Treasury. Credit policy, which henceforth will 
be decentralized to the individual states, will, however, 
continue to be managed in the common interest. A 
draft agreement embodying certain changes in the 
present system will shortly be submitted to all parties 
concerned. 


Source: Le Monde, Paris, France, March 15, 1961. 


South African Foreign Trade 


Preliminary figures for the foreign trade of the Union 
of South Africa (including South West Africa) in 1960 
show a deficit of R 236 million, R 116 million greater 
than in 1959. Merchandise exports (excluding gold) 
increased by R 18 million, to R 875 million; imports 
increased by R 134 million, to R 1,111 million. 


The value of exports of fruit, maize, fish, and asbestos 
increased significantly during the year, but receipts 
from some important commodities, particularly wool, 
were below those of 1959. The decline in wool receipts, 
10 per cent, reflected largely the lower prices obtain- 
ing for wool in the second half of the year. Details of 
the commodity composition of imports are not avail- 
able, but the sharp increase in 1960 is to some extent 
associated with inventory increases; imports were ab- 
normally low in 1959. 


The sale of gold bullion during 1960 amounted to 
R 573 million, some R 89 million higher than in 1959. 
The Standard Bank of South Africa Limited, 
The Standard Bank Review, and Barclays 
Bank D.C.O., Overseas Review, London, 
England, February 1961. 


Sources: 


NOTICE 
Balance of Payments Yearbook 


For the convenience of subscribers, the Fund is pre- 
pared to offer Volume 12 of the Balance of Payments 
Yearbook as a bound volume if a sufficient number of 
orders is received. The bound volume will consist of the 
loose-leaf pages issued monthly, June 1960-May 1961, 
and will be priced at $10.00 a copy. 


Orders for the bound volume must be received in the 
Fund by June 1, 1961. If the necessary number of orders 
has not been received by that time, the offer will be 
withdrawn and a notice issued to that effect. The bound 
volume would be delivered in the late summer or 
early fall. 


Send orders to 
The Secretary 


International Monetary Fund 
19th and H Streets, N.W. Washington 25, D.C. 
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Far East and Australasia 
Foreign Assistance fo India 


In accordance with an agreement signed in New 
Delhi on February 21, the Soviet Union will lend India 
Rs 600 million ($126 million) to finance six projects 
during the Third Five Year Plan: a hydroelectric power 
station at Bhakra, an oil refinery in Gujerat, a coal 
washery in Bihar, a refractories plant near Bhilai, ex- 
ploration, development, and production of oil and gas 
in Cambay, Ankleshwar, and other areas, and produc- 
tion of pumps and compressors. This is the second 
Soviet credit for the Third Plan; the earlier credit was 
for Rs 1.8 villion (see this News Survey, Vol. XII, 
p. 45). 


The Federal Republic of Germany has agreed to lend 
India shortly DM 400 million ($100 million) toward 
the require.aents of the first year of the Third Five 
Year Plan; of this amount, DM 230 million will be a 
loan to enable repayments due on the Rourkela steel 
mill to be postponed and DM 100 million will be avail- 
able for purchases in countries other than Germany. 
Germany will also help India to secure the credits 
(DM 450 million) necessary for the second-stage ex- 
pansion of the Rourkela steel mill (see this News Sur- 
vey, Vol. XIII, p. 67). These credits will be long 
term, the conditions of repayment being subject to 
further negotiation. 


A supplemental agreement between the United States 
and India, announced on March 9, provides for financ- 
ing the sale to India of $35.1 million worth of cotton— 
about 240,000 bales—under U.S. Public Law 480. Of 
the rupees received in payment for the cotton, the equiv- 
alent of $14.2 million will be given as grants to India for 
economic development, a similar amount will be made 
available as long-term loans at 4 per cent, and 5 per 
cent will be set aside for loans to U.S. and Indian private 
business firms by the Export-Import Bank of Wash- 
ington. This agreement supplements one announced on 
May 4, 1960 (see this News Survey, Vol. XII, p. 354). 


Sources: The Times, London, England, February 22, 
1961; The Times of India, Bombay, India, 
March 3, 1961; Department of Agriculture, 
Press Release, March 9, 1961, and Informa- 
tion Service of India, Jndiagram, March 17, 
1961, Washington, D.C. 


Korean Money Supply 


The Korean Government and the U.S. Operations 
Mission reached on February 28 preliminary agreement 
on the Korean stabilization program for 1961. Ex- 
pansion of the money supply in 1961 will be limited to 


hw 23.9 billion, which would bring the total money 
supply to hw 243.0 billion; this is equal to an increase 
of 9.1 per cent, compared with an actual expansion of 
4.4 per cent in 1960. The factors expected to contribute 
to this expansion are as follows: government domestic 
transactions, hw 1.9 billion; expansion of bank credit 
to the private sector, hw 35.5 billion; and government 
external transactions and certain other factors, hw 25.1 
billion. Other foreign exchange transactions are ex- 
pected to contract the money supply by hw 38.6 billion. 


Sources: Hankuk Daily Press, Seoul, Korea, Febru- 
ary 14 and 28, 1961. 


Wool Market in Australia 

The Australian wool market was firmer in January 
1961, when prices averaged 52442d.. a pound-—slightly 
higher than in December 1960 but 9d. a pound lower 
than in January 1960. Prices rose further in February 
1961, by between 3d. and 6d. a pound, to the highest 
point since July 1960. Japanese buyers continued to 
dominate the market, but the competition from Europe 
was generally stronger. 


In January, the Australian Government appointed a 
committee of enquiry into wool marketing. The com- 
mittee’s terms of reference are “(1) to enquire into 
the present systems of marketing and of promoting the 
sale of the Australian wool clip and matters relating 
thereto, and to report on the efficacy of these systems; 
(2) to report upon the merits of any other systems or 
of modifications of the present systems which may be 
advocated to the committee of enquiry or which the 
committee itself considers would be of long-term bene- 
fit to the woolgrowing industry and in the best interests 
of the nation.” 


Source: Bank of New South Wales, Wool Notes, 
Sydney, Australia, February 25, 1961. 


Western Hemisphere 


Foreign Loans to Mexico in 1960 


Mexico obtained a total of US$287 million of foreign 
loans in 1960, and made payments of $81.5 million for 
capital amortization and of $19 million for interest. 


Of the total received, $43.9 million was extended by 
the Export-Import Bank of Washington, $7.4 million 
by the International Bank for Reconstruction and De- 
velopment, $14.1 million by private banks in the United 
States, France, and Germany, $164.0 million by other 
lenders, including the Prudential Insurance Company 
of America, which bought $100 million of Nacional 
Financiera’s securities (see this News Survey, Vol. XII, 
p. 307), and $57.6 million by other financial in- 
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stitutions with the guarantee of Nacional Financiera. 

The electricity sector received 44 per cent of the total, 

public works 26 per cent, the oil industry 11 per cent, 

transport 9 per cent, and various manufacturing indus- 
tries the remaining 10 per cent. 

Source: Centro de Estudios Monetarios Latinoameri- 
canos, Boletin Quincenal, Mexico, D.F., Jan- 
uary 25, 1961, quoting from the Mexican 
press of January 18, 1961, 


Development of Argentine Iron and Steel Industry 


The Argentine Government has signed a contract with 
MISIPA, a consortium of Argentine, German, and U.S. 
companies, for the exploration and development of the 
large iron ore deposits of Sierra Grande in the province 
of Rio Negro. These deposits are estimated to contain 
at least 70 million tons, and possibly as much as 200 
million tons, of relatively good ore with an iron content 
of 55-56 per cent. The consortium will put up sub- 
stantial guarantees both for preliminary exploration 
and for subsequent exploitation, and will pay to the 
Argentine Government a royalty of 8 per cent on the 
ore extracted. In return, MISIPA will have the ex- 
clusive right to exploit the ore and will be exempt from 
all forms of taxation. The Government will also provide 
to MISIPA, at low rates, all its requirements of water, 
gas, electricity, port facilities, roads, and railroads. The 
iron ore will be sold to the steel plant of SOMISA, a 
steel company jointly owned by the Government and 
private enterprise, at prices competitive with imported 
ore. 


The exploitation of the iron ore deposits is expected, 
over the long term, to transform the underdeveloped 
region of Patagonia, by developing the petroleum, nat- 
ural gas, and hydroelectric resources of the region and 
its port and transportation facilities. Many subsidiary 
industries are expected to grow up—for example, a 
fertilizer industry based on the phosphorus content of 
the iron ore. 


To accelerate the development of the steel industry, 
the Argentine Congress has approved a bill permitting 
90 per cent participation of private capital, both do- 
mestic and foreign, in the ownership of SOMISA. The 
present capital of SOMISA is M$N 7 billion, pre- 
dominantly owned by the Government, and it has re- 
ceived credits of US$72 million from the Export-Import 
Bank of Washington. The SOMISA steel plant, located 
at San Nicolas in the province of Buenos Aires, will 
have a production capacity of 600,000 tons of steel 
ingots annually when its first phase is completed in the 
next few months, and there are plans to increase its 


capacity to 2 million tons a year by the addition of two 
blast furnaces. 

La Nacion, January 5, 11, and 18, 1961, and 
The Review of the River Plate, January 13, 
21, and 31, 1961, Buenos Aires, Argentina. 


Sources: 
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The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 








